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March 17, 1997

William A. Caton, Acting Secretary ~"",.
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

At the request ofFCC representative Robert Loube, NECA representative Steve Shilling is
providing the attached analyses regarding cost proxy model data estimates of total loops.
Attached please find three reports: (1) Comparison ofActual Total Loops to Proxy Line
Estimates prepared in State Total Format; (2) Comparison of Actual Total Loops to Proxy Line
Estimates prepared in Company Size Groupings; and (3) Class B Account Level Expense Per
Line and Expense Per Dollar of Investment.
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Re: Notice ofEx Parte Presentation,
In the Matter of the Universal
Service Joint Board
Cost Proxy Models
CC Docket No. 96-45

Please acknowledge receipt hereofby affixing a notation on the duplicate copy ofthis letter
furnished herewith for such purposes and remitting same to bearer.

s~~
Kathryn Falk

cc: International Transcription Service
Robert Loube



Comparison ofActual Total Loops to Proxy Line Estimates (Reports 1 and 2)

Class B Expense Per Line and Expense Per Dollar of Data Preparation (Report 3)

KattwynC. Faile
VIce President

Govemment Relations
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RE: Cost Proxy Models CC Docket No. 96-45

March 17, 1997

2300 N Street, NW
Suite 600
Washington, DC 20037
Phone: 2021663·9063
Fax: 2021663·9065
KFALK@NECA.ORG

Dear Mr. Loube:

Robert Loube
Common Carrier Bureau
Federal Communications Commission
2100 M Street, N.W., 8th Floor, Room 8914
Washington, D.C. 20554

............. NATIONAL EXCHANGE1'W.EA.lS.CARRIER ASSOCIATION ~

In response to your request, please find two analyses. The first compares actual total loops to
estimates from selected proxy models. The second shows Class B account level expense per line
and expense per dollar of investment. Data is extracted from the Universal Service Fund 1996
Submission of 1995 Study Results filed at the Commission on September 30, 1996 by the
National Exchange Carrier Association, Inc. (Annual Submission). Total loops are defined as
Exchange Line Cable and Wire Facilities Subcategories 1.1 through 1.3 as described in 47 C.F.R.
§ 36.154.

The analysis sums census block group estimated line counts from the Benchmark Cost Proxy
Model (BCPM) and the Benchmark Cost Model 2 (BCM2) to the study area level. The data is
then compared to study area actual 1995 loop counts. This analysis is a "Work in Progress". The
comparison provides an order ofmagnitude test, however the comprehensive data validation
normally applied to data being filed has not been completed. The analysis is for cost companies
only, and is based on publicly available data. Average Schedule companies do not report total
loops for inclusion in the Annual Submission.

NECA plans to continue the analysis to compare proxy data to actual data, by including Hatfield
data and extending the analysis to include investment and cost per loop.

This report shows expense per loop at the Class B account level. It also presents the cost
company expense per dollar of investment in total and by company size. This analysis is also
marked "Work in Progress".
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Comparison of Actual Total Loops to Proxy Line Estimates
For Matching Cost Company Study Areas

Companies with Less than 100k Lines

Actual Actual BCPM
Actual BCPM BCM2 to to to Actual to Actual to BCPM BCM2 Study

Company TOTAL TOTAL TOTAL BCPM BCM2 BCM2 BCPM ~. BCM2·/e om DIff Area
Size LOOPS LINES LINES DIff Oftr D1tr DIff DIff >50%* >50%* Count

<5K 839,039 1,049,367 1,123,612 (210,328 (284,573 (74,245 -25.07% -33.92% 127 239 424

5K-10K 724,905 800,547 868,098 (75,642 (143,193 (67,550 -10.43% -19.75% 9 35 101

10K-UK 1,391,656 1,483,920 1,543,On (92,264 (151,421 (59,158 -6.63% -10.88% 9 28 92

25K-100K 3,991208 4,401,841 4,511,091 (410,633 (519,883 (109 249 -10.29% -13.03% 5 20 74

1 to 100k 6946808 7735675 8045.878 ('788-867 (1099070 (310.203 -11.38·~ -15.8~. 150 322 691

Companies with More than 100k Lines

Actual Actual BCPM
Actual BCPM BCM2 to to to Actual to Actual to BCPM BCM2 Study

Company TOTAL TOTAL TOTAL BCPM BCM2 BCM2 BCPM ~. BCM2 % om om Area
Size LOOPS LINES LINES om DIff om om om >50%* >50%* Count

100K-500K 10,863,573 10,824,801 10,939,225 38,nZ (75,652 (114,423 0.36% -0.70% 1 4 48

5OOK-1M 14,581,949 14,850,985 15,046,076 (269,036 (464,127: (195,091 -1.84% -3.18% 0 0 21

>1M 128,966,228 123169,842 126,344857 5,796,386 2621,371 (3,175,015 4.49% 2.03% 0 0 37

100k>1M 154411750 148845628 152330 158 5566122 2081592 (3.484.530 3.60% 1.35% 1 4 106

Grand Totals for all Companies

Actual Actual BCPM
Actual BCPM BCM2 to to to Actual to Actual to BCPM BCM2 Study

Company TOTAL TOTAL TOTAL BCPM BCM2 BCM2 BCPM ~. BCM2 ~. om om A....
Size LOOPS LINES LINES om DItr Oftr om DItr >50%* >50%* Count

All 161358551 15&.581303 160376036 4777.255 982.522 (3.7M.7331 2.M¥. 0.61% 151 326 797

- N.E.CA WORK IN PROCESS -
-CC DOCKETH-45 MARCH 17,1197 -

* Number of Study Areas with Loop DIfference> 50%



Comparison of Actual Total Loops to Proxy Line Estimates
For Matching Cost Company Study Areas

Actual Actual BCPM
Actual 8CPM BCM2 to to to Actual to Actual to BCPM BCM2 Study

TOTAL TOTAL TOTAL BCPM BCM2 BCM2 8CPM % BCM2 % DIIT DIIT Ar..
state LOOPS LINES LINES Otrr DIff DIIT DIff otrr >50%* >50%* count

AL 2,272,089 2,207,957 2,299,443 64,132 {27,354 {91,486 2.82% -1.20% 4 12 18

AR 1,280,020 1,250,186 1,400,951 29,834 (120,931 (150,765 2.33% -9.45% 3 8 22

AZ 2,493,585 2,461,268 2,344,636 32,317 148,949 116,632 1.30% 5.97% 8 10 14

CA 20,846,693 20,628,232 20,252,585 218,461 594,108 375,647 1.05% 2.85% 6 6 22

CO 2,468,475 2,433,935 2,313,105 34,540 155,370 120,830 1.40% 6.29% 3 10 22

CT 2,015,573 1,980,852 2,142,009 34,721 (126,436 (161,157 1.72% -6.27% 0 0 1

DC 950,476 923,363 938,739 27,113 11,737 (15,376 2.85% 1.23% 0 0 1

DE 521,426 513,709 492,054 7,717 29,372 21,654 1.48% 5.63% 0 0 1

FL 9,764,094 6,814,667 9,070,025 2,949,427 694,069 (2,255,358 30.21% 7.11% 0 2 13

GA 4,343,564 4,260,663 4,207,276 82,901 136,288 53,387 1.91% 3.14% 5 14 24

IA 1,395,458 1,369,563 1,497,132 25,895 (101,674 (127,569 1.86% -7.29% 1 4 13

10 631,338 600,338 584,845 31,000 46,493 15,493 4.91% 7.36% 6 10 18

IL 7,717,189 7,684,702 7,940,839 52,487 {223,65O (276,137; 0.68% -2.90% 8 17 35

IN 3,238,392 3,213,946 3,397,503 24,446 (159,111 (183,558 0.75% -4.91% 4 8 15

KS 1,495,670 1,465,431 1,614,384 30,239 (118,714 (148,953 2.02% -7.94% 4 11 31

KY 1,866,481 1,840,799 2,006,843 25,682 (140,362 (166,044 1.38% -7.52% 1 2 6

LA 2,353,546 2,338,808 2,429,178 14,738 (75,632 {9O,370 0.63% -3.21% 2 8 16

MA 4,319,236 4,297,036 4,234,919 22,200 84,317 62,117 0.51% 1.95% 0 0 2

MD 3,403,115 3,363,136 3,333,005 39,979 70,110 30,131 1.17% 2.06% 0 0 1

ME 744,802 748,886 744,164 (4,084 638 4,723 -0.55% 0.09% 2 5 13

MI 5,958,767 5,891,419 6,002,066 67,348 {43,299 {11D,646 1.13% -0.73% 5 7 23

MN 2,598,444 2,541,754 2,615,775 56,690 (17,331 (74,020 2.18% -0.67% 1 6 25

MO 3,117,577 3,030,897 3,228,217 86,680 (110,640 (197,319 2.78% -3.55% 6 11 22

MS 1,266,238 1,254,771 1,389,512 11,467 (123,274 (134,741 0.91% -9.74% 7 7 11

MT 490,073 487,911 505,234 2,162 {15,161 (17,323 0.44% -3.09% 2 6 17

NC 4,187,998 4,067,203 4,042,340 120,795 145,658 24,863 2.88% 3.48% 2 4 14

NO 359,370 381,361 318,536 (21,991 40,834 62,825 -6.12% 11.36% 0 8 11

NE 962,687 965,130 1,009,263 (2,443 (46,576 {44,134 -0.25% -4.84% 1 9 28

NH 765,756 739,182 701,723 26,574 64,033 37,459 3.47% 8.36% 1 4 10

NJ 6,015,392 5,956,344 5,533,008 59,048 482,384 423,336 0.98% 8.02% 0 0 3

NM 863,116 853,074 885,163 10,042 (22,047 (32,088 1.16% -2.55% 2 5 14

NV 1,053,396 1,024,590 895,030 28,806 158,366 129,560 2.73% 15.03% 4 6 13

NY 12,254,176 12,221,332 12,145,710 32,844 108,466 75,621 0.27% 0.89% 12 16 39

OH 6,432,740 6,396,103 6,843,883 36,637 {411,143 (447,780 0.57% -6.39% 1 4 15

OK 1,836,493 1,809,250 1,911,921 27,243 {75,428 (102,671 1.48% -4.11% 3 22 33

OR 1,882,028 1,863,410 1,877,458 18,618 4,570 {14,047 0.99% 0.24% 10 10 28

PA 7,396,193 7,322,907 7,570,717 73,286 (174,524 (247,811 0.99% -2.36% 2 6 16

RI 634,353 578,040 572,024 56,313 62,329 6,016 8.88% 9.83% 0 0 1

SC 1,847,273 1,812,362 1,888,547 34,911 {41,274 (76,185 1.89% -2.23% 2 5 12

SO 354,426 349,385 360,358 5,041 (5,932 (10,973 1.42% -1.67% 3 4 12

TN 3,032,393 2,985,548 2,937,150 46,845 95,243 48,398 1.54% 3.14% 0 2 11

TX 10,914,965 10,764,200 10,792,771 150,765 122,194 (28,571 1.38% 1.12% 10 24 53

UT 1,011,550 993,745 941,607 17,805 69,943 52,138 1.76% 6.91% 3 5 10

VA 4,198,566 4,115,577 4,202,573 82,989 (4,007 (86,996 1.98% ~.10% 1 0 8

VT 378,764 348,886 342,024 29,878 36,740 6,863 7.89% 9.70% 1 4 7

WA 3,341,446 3,340,109 3,310,538 1,337 30,908 29,571 0.04% 0.92% 10 10 21

WI 2,943,225 2,918,158 2,978,217 25,067 {34,992 (60,059 0.85% -1.19% 3 10 38

WV 858,588 921,370 1,036,395 (62,782 (177,807 (115,025 -7.31% -20.71% 2 3 5

WY 281343 269806 294 641 11537 (13298 (24,835 4.10% -4.73% 0 1 9

Nationwide 161358 558 158 581303 160376036 4777255 982522 (3794 733 2.96% 0.61% 151 326 787

- N.E.C.A. WORK IN PROCESS -
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* Number of StUdy Areas with Loop Difference> 50%



Study Area Groupings Oto5OO 501 to 1 k 1,001 to 2 k 2,001 to5 k 5,001 to 25 k 25,001 to 50 k 50,001 to 500 k +5OOk
Total LOQPS Total LOQPS Total Loops Total LOQPS Total Loops Total Loops Total Loops Total Loops ~

Study Area Count 45 82 127 182 204 39 90 60 829
Total Loops 13,900 61,567 185,008 608,987 2,270,478 1,385,223 14,037,179 145,290,000 163,852,342
USF Loops 13,579 60,201 180,974 594,746 2,200,938 1,341,089 13,418,334 139,400,000 157,209,861

Total Investment ( in k's) Note 1 $82,161 $269,460 $661,430 $1,985,300 $6,049,400 $3,342,900 $28,870,000 $252,100,000 $293,360,651
Total Expenses (in k's) Note2 $19,421 $60,623 $150,710 $394,200 $1,179,100 $674,720 $6,037,800 $54,360,000 $62,876,574

-- Expense per Line per Month -- Weightad Average

Exp PerUne

Expense Per Line* ~ l1.1§M SI2.06 H1M WM ~ ~ S35.14 S31.11 S31.9I

Network Support Expense 6110 $0.646307 $0.374136 $0.360486 $0.375069 $0.247123 $0.187647 $0.108538 $0.059790 $0.069322
General Support Expense 6120 $5.033255 $3.894830 $3.182979 $2.761715 $2.492723 $2.859736 $3.048204 $2.692286 $2.722890
central Office Switching Expense 6210 $7.037194 $5.455978 $4.529516 $3.236379 $2.336848 $2.241531 $1.942591 $1.635130 $1.687434
Operator Systems Expense 6220 $0.o00ooo OO16סס.$0 $0.o00ooo $0.002047 $0.011550 $0.011033 $0.025069 $0.046052 $0.043243
Central Office Transmission Expense 6230 $3.243106 $1.515164 $1.156047 $1.070718 $0.849609 $0.664883 $0.506505 $0.612575 $0.610093
Information OriglTerm Expense 6310 nla nla nla nla nla nla nla nla nla
Cable & Wire Facilities Expense 6410 $7.970006 $6.508799 $6.854421 $5.080911 $4.552297 $4.701923 $3.684364 $3.376910 $3.442565
Network Operations Expense 6530 $6.183052 $3.869317 $3.861194 $3.751597 $3.487224 $3.658708 $3.670336 $3.450580 $3.473645
Depreciation & Amortization Expense 6560 $25.357536 $17.088646 $14.556409 $14.120588 $12.184579 $11.282238 $9.852328 $8.471664 $8.697691
Marketing Expense 6610 nla nla nla nla nla nla nla nla nla
Services Expense 6620 nla nla nla nla nla nla nla nla nla
Executive Planning Expense 6710 $14.719694 $9.077532 $8.735756 $5.151400 $2.682815 $1.120752 $0.517535 $0.285601 $0.377903
General & Administration Expense 6720 $30.518513 $20.146121 $14.464411 $10.048184 $6.745773 $6.954009 $6.198930 $5.326113 $5.469896
Operating Taxes 7200 $15.725923 $14.124776 $10.183515 $8.343429 $7.684538 $6.908170 $6.289552 $5.220951 $5.382345

Welghtad Average
Exp Per Investment

Expense Per Investment ~ SO.236312 SO.224979 SO.227157 $0.191564 SO.194906 SO.201141 SO.209118 SO.215634 SO.214335

Network Support Expense 6110 $0.001312 $0.001026 $0.001210 $0.001381 $0.001113 $0.000933 $0.000633 $0.000414 $0.000465
General Support Expense 6120 $0.010218 $0.010679 $0.010684 $0.010166 $0.011227 $0.014220 $0.017784 $0.018621 $0.018251
central Office Switching Expense 6210 $0.014287 $0.014959 $0.015203 $0.011913 $0.010525 $0.011146 $0.011333 $0.011309 $0.011310
Operator Systems Expense 6220 $0.o00ooo $0.o00ooo $0.o00ooo $0.000008 $0.000052 $0.000055 $0.000146 $0.000319 $0.000290
central Office Transmission Expense 6230 $0.006584 $0.004154 $0.003880 $0.003941 $0.003827 $0.003306 $0.002955 $0.004237 $0.004089
Information OriglTerm Expense 6310 nla nla nla nla nla nla nla nla nla
Cable & Wire Facilities Expense 6410 $0.016180 $0.017846 $0.023007 $0.018703 $0.020503 $0.023381 $0.021495 $0.023356 $0.023075
Network Operations Expense 6530 $0.012553 $0.010609 $0.012960 $0.013810 $0.015706 $0.018193 $0.021413 $0.023865 $0.023283
Depreciation & Amortization Expense 6560 $0.051480 $0.046854 $0.048859 $0.051979 $0.054878 $0.056102 $0.057480 $0.058593 $0.058299
Marketing Expense 6610 nla nla nla nla nla nla nla nla nIa
Services Expense 6620 nla nla nla nla nla nla nla nla nla
Executive Planning Expense 6710 $0.029883 $0.024889 $0.029322 $0.018963 $0.012083 $0.005573 $0.003019 $0.001975 $0.002533
General & Administration Expense 6720 $0.061958 $0.055237 $0.048550 $0.036988 $0.030382 $0.034580 $0.036165 $0.036837 $0.036664
Operating Taxes 7200 $0.031926 $0.038727 $0.034181 $0.030713 $0.034610 $0.034352 $0.036694 $0.036110 $0.036077

Class "B" Level of Expense Comparision of•• study Areas USF * Reported Data
for Expense per Line and Expense per Investment Dollar

By Line Size Groupings
17-Mar-97

Note 1: USF dllta line 180 (Ac:ct2001)

Note 2: USF expense dlIta submltlied does not Include all Class 8 Accounts
Note 3: USF Totel eat 3.1 Loops used for groupings

... N.E.CA. WORK IN PROGRESS'"
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Data Source:
• Universal service Fund (USF) 1885 SUbmission of1_

Study results by the NlItlonal Excha.... Carrier Association


